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Sector Index Performance (JAKFIN)

3M 6M 12M
Absolute 0.2% 27.5% 32.6%
Relative to JCI 1.9% 6.5% 7.9%
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Summary Valuation Metrics

P/E (x) 2021F 2022F 2023F
BMRI 1J 1.7 9.4 8.6
BBRI IJ 17.4 12.8 11.2
BBNI IJ 13.2 6.1 5.6
P/BV (x) 2021F 2022F 2023F
BMRI 1J 1.4 1.3 1.2
BBRI IJ 24 21 1.9
BBNI IJ 0.9 0.8 0.8
Div. Yield 2021F 2022F 2023F
BMRI 1J 3.5% 5.1% 6.4%
BBRI IJ 1.4% 2.3% 3.1%
BBNI IJ 1.1% 2.7% 5.7%
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Concall takeaways: untapped digital
potential for SOE banks

m  We recently hosted conference calls with BRI and Mandiri’s IT director to
discuss its respective digital strategy going forward.

m  Few takeaways: 1) Covid fastens the shift from conventional to digital
channel; 2) digital loan from tech partnership has been very minimal.

m  Given the massive customer base of these banks, we believe the upside
potential to its digital channel traction remained massive.

BMRI takeaways: Livin 2.0 is expected to be a game changer

During our conference call with BMRI; management explained that there is a
big shift towards digital channel and Covid only accelerate the process. ATM
which used to dominate overall transaction by big margin - 79% transaction
was being done through ATM in FY15, but only 55% in FY20; whereas digital
(mobile and internet) rose to account for 35% of overall transaction in FY20
vs. 11% in FY15. As such, it plans to introduce Livin 2.0 to replace its
previous Mandiri internet/mobile banking; we think this is a game changer as:
1) it will integrate the offerings of subsidiaries (i.e. securities trading, auto
loan, insurance, etc) and ecosystem (e-money, e-commerce, etc.) under one
platform; and 2) provide better and more stable digital channel. Worth to note
that BRIMo (BRI Mobile) was a big game changer for BRI and resulted in
much higher fee based income (link to our previous note).

BBRI takeaways: focusing on its core has been fruitful; we remain
sceptical on the AGRO’s prospect as digital bank

In contrary with other banks, we like BRI strategy to focus on its core micro
business. BRIMo has been fruitful while BRISpot (digital loan underwriting
system) has been showing a very promising growth as it has covers micro,
consumer and even SME loan. It plans to integrate BRISpot further with ride
hailing and fintech going forward. Despite as an early mover in the digital
space, we were surprised on how small the digital lending disbursement (at
Rp1.4tr/0.1% of its overall loan in FY20 — dominated by Traveloka PayLater
and Investree). Separately, it plans to white label both Ceria and Pinang for
AGRO to use; however, we remain sceptical on the prospect as: 1) Ceria
outstanding loan at Rp61bn (11.6k active users) and 2) Pinang at Rp71bn
(18k borrowers) against overall AGRO loan of Rp20tr. Both platforms didn’t
show massive growth even under BRI and thus, likely less under AGRO.

Leveraging its customer base may be the best strategy for now

In sum, we think there are few important takeaways for investors to consider
going forward: 1) leveraging customer base through digital channel (i.e.
consolidating product offering under one app) may probably the best strategy
for conventional banks (BRI has 130mn deposit customers — bigger than any
e-commerce, whereas the rest of the big 4 banks have 20-25mn deposit
customers); 2) transition needs to be swift and massive in order to bring opex
down (i.e. BMRI plans to close down 200-300 branches every year - currently
BMRI has 2.5k branches, and reduce its ATM numbers - 5000 ATMs were
being removed last year vs. total ATM of 13.2k as of FY20) — note that G&A
accounts for 23% of banks overall costs vs. G&A at digital bank of 10%; 3)
open API to e-commerce for instance may not move the needle but just to
complement the ecosystem (i.e. BRI's Tokopedia loan stood at mere
Rp2.6bn in FY20).

Refer to Important disclosures in the last page of this report
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Fig. 1: Breakdown of BMRI transaction value (as % of total)
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Fig. 2: BMRI will introduce Livin 2.0 in Sep21
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Fig. 3: Livin 2.0 may be a game changer
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Fig. 4: APl Portal and use cases
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Fig. 5: Digital loan will be the end game from the collaboration with
digital ecosystem
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Fig. 6: BRI API
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Fig. 7: BRI Spot evolution
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BRISPOT EXTERNAL
Development of BRISPOT as apps for external
use (customer) to ease the access to BRI's
loan application.
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commercial business replicated the successful
implementation of BRISPOT for micro and
consumer.
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Fig. 8: BRI digital lending disbursement reached Rp1.4tr in Dec20
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Fig. 9: Banks’ P/BV — now trading at 2.3x 2021F P/BV vs. 10-year Fig. 10: Banks’ P/E — now trading at 17.6x 2021F P/E vs. 10-year
average of 14x P/E
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Fig. 11: Peer comparison

P/BV
multiple Upside Recommendation
target (x)

PEE(x) P/BV (x)

Closing Target

Ticker
Price

Price

2021F2022F2021F2022F

BMRI 6,275 8,000 1.7 27% Buy 11.7 94 14 13
BBRI 4,200 5,600 2.7 33% Buy 174 128 24 21
BBCA 30,825 40,000 4.3 30% Buy 234 194 38 33
BBNI 5,825 8,000 1.1 37% Buy 132 6.1 09 038
BBTN 1,735 2,350 1.1 35% Buy 83 60 10 038

Source: Bloomberg, Indo Premier Share price closing as of: 06 April 2021
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SECTOR RATINGS
OVERWEIGHT : An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a
positive absolute recommendation
NEUTRAL : A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral
absolute recommendation
UNDERWEIGHT : An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a

negative absolute recommendation

COMPANY RATINGS

BUY . Expected total return of 10% or more within a 12-month period
HOLD . Expected total return between -10% and 10% within a 12-month period
SELL :  Expected total return of -10% or worse within a 12-month period

ANALYSTS CERTIFICATION

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the
subject securities or issuers; and no part of the research analyst's compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views expressed in the report.

DISCLAIMERS

This research is based on information obtained from sources believed to be reliable, but we do not make any
representation or warranty nor accept any responsibility or liability as to its accuracy, completeness or correctness.
Opinions expressed are subject to change without notice. This document is prepared for general circulation. Any
recommendations contained in this document do not have any regard to the specific investment objectives, financial
situation and the particular needs of any specific addressee. This document is not and should not be construed as an
offer or a solicitation of an offer to purchase or subscribe or sell any securities. PT Indo Premier Sekuritas or its
affiliates may seek or will seek investment banking or other business relationships with the companies in this report.



